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1. IN RESPONSE TO REFTEL, THE EMBASSY SUBMITS THE FOLLOWING 
COMMENTS CONCERNING THE TOPICS SELECTED FOR DISCUSSION 
BY THE INTER-AGENCY SPECIALISTS MEETING FOR THE CEPCIES 
REVIEW OF VENEZUELA. 

2. INCOME DISTRIBUTION: THE GOV RECOGNIZES THIS AS 

A SERIOUS PROBLEM WHICH MUST BE SOLVED SOON OR ELSE 
EVENTUALLY THE PRESENT FORM OF DEMOCRATIC GOVERNMENT 
COULD BE THREATENED BY EXTREME ELEMENTS OF THE RIGHT 
AND LEFT. REDISTRIBUTION OF INCOME IS A KEY ELEMENT 
OF THE FITH NATIONAL PLAN RECENTLY PREPARED BY COR- 
DIPLAN (CARACAS 5416). ACCORDING TO THE 
MINISTRY OFFINANCE, TAX REFORM LEGISLATION, WHICH 
IS SUPPOSED TO BE CONSIDERED BY THE CONGRESS AFTER THE 
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PETROLEUM REVERISON LAW IS COMPLETED, WILL BE DESIGNED 
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WITH INCOME REDISTRIBUTION IN MIND. 

3. CAPITAL MARKETS: THE ESTABLISHMENT OF 

THE COMISION NACIONAL DE VALORES AND THE PASSAGE OF THE 
NEW CAPITAL MARKETS LAW REFLECTS GOV RECOGNITION OF 
THE NEED TO GIVE DEPTH TO THE CAPITAL MARKET IN VENEZUELA 
WHICH IT THUS FAR DOES NOT HAVE. 

THIS IS PARTICULARLY IMPORTANT IN VIEW OF THE RE- 
QUIREMENTS FOR DISINVESTMENT IMPOSED BY VENEZUELA'S 
ENTRY INTO THE ANDEAN PACT. 

4. ROLE OF PRIVATE SECTOR: REVERSION OF THE EXTRACTIVE 
INDUSTRIES, GOVERNMENT INVOLVEMENT IN THE SHIPBUILDING, 

AERONAUTICAL, AUTOMOBILE INDUSTRIES AND AGRICULTURE AS 
OUTLINED IN THE FITH NATIONAL PLAN IMPLIES A GREATER 
ROLE FOR THE STATE IN THE ECONOMY. NEVERTHELESS THE 
GOVERNMENT REMAINS CONSCIOUS OF THE NEED FOR A STRONG 
PRIVATE SECTOR FOR THE DEVELOPMENT OF THE COUNTRY. THE 
GOVERNMENT ALSO RECOGNIZES THE CONTINUING NEED FOR 
TRANSFER OF TECHNOLOGY SUPPLIED BY FOREIGN FIRMS. 

5. PETROLEUM: THE GOV ANNOUNCED A THE BEGINNING OF 1975 

THAT RESERVE ESTIMATES FOR EXISTING CONCESSIONS HAD BEEN ADJUSTED 
UPWARD BY ABOUT ONE-THIRD TO APPROXIMATELY 18.6 BILLION BARRELS, DUE 
TO INCREASE IN CURRENT WORLD PRICES, MAKING MORE OIL RECOVERY 
ECONOMICALLY FEASIBLE. THE NEW ESTIMATE DID NOT INCLUDE THE ORINOCO 
HEAVY TAR BELT. AT THE 1974 PRODUCTION RATE OF JUST OVER ONE BILLION 
BARRELS, THE NEWLY ESTIMATED CONVENTIONAL RESERVES WOULD LAST ABOUT 
19 YEARS. CONVENTIONAL RESERVOIRS ARE DECLINING AT A RATE OF APPROX- 
IMATELY 4 PERCENT ANNUALLY, BUT MINES MINISTRY OFFICIALS STILL 
PREDICT THAT PRODUCTION LEVELS WILL HOLD AT OVER 2 MILLION BARRELS PE 
R 

DAY OVER THE NEXT FIVE YEARS. THERE WILL BE A CONSCIOUS ATTEMPT TO 
MAINTAIN THIS LEVEL OF PRODUCTION, UNLESS OIL PRICES INCREASE AT SUCH 
A RATE THAT THE REVENUE LEVEL CAN BE MAINTAINED WITH LOWER PRODUCTION 


IN THAT CASE, PRODUCTION WOULD BE PERMITTED TO DECLINE. OIL COMPANY 
SOURCES SAY THAT THE OIL WILL NOT RUN OUT ABRUPTLY, AS THERE ARE SOME 
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PRODUCTION WELLS ADDED EVERY YEAR. THERE IS A GOOD PROSPECT THAT THE 
HIGHER GRADES OF PETROLEUM WILL BE USED UP MUCH SOONER.LEAVING HEAVIE 
R, 

LESS VALUABLE OIL FOR THE LATER YEARS, IF THE GOV DOES NOT PRO-RATE 
PRODUCTION. THE ORINOCO HEAVY TAR BELT HAS BEEN TRAIDITIONALLYESTIMAT 
ED 
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AT 700 BILLION BARRELS, OF WHICH 10 PRECENT IS RECOVERABLE. HOWEVER.TH 
IS 

ESTIMATE IS UNCERTAIN, SINCE EXPLOITATION WILL REQUIRE SIGNIFICANT NE 
W 

INVESTMENT AND TECHNOLOGY. THE OIL IS CHARACTERIZED AS HAVING AHIGH 
SULFUR AND METALS CONTENT. 

6. THE EMBASSY'S RECNT REPORTING INDICATES THAT REVERSION WILL NOT 
BE "SMOOTH ". RATHER, IT WILL BE POLITICALLY CONTROVERSIAL WITHIN 
VENEZUELA, MARKED BY SOME DEGREE OF CONFUSION, AND WITH PLENTY OF 
OPPORTUNITIES FOR SERIOUS PROBLEMS, PARTICULARLY IN THE FIELD OF 
LABOR RELATIONS. WHILE REVERSION LAW SHOULD BE PASSED THIS YEAR, 
INVOLVEMENT BY THE FOREIGN FIRMS WILL BE REQUIRED FOR SOMETIME, 
PERHAPS YEARS, BECAUSE OF THE ACKNOWLEDGED LACK OF INTERNATIONAL 
MARKETING AND TECHNOLOGY HERE. 

7. GOVERNMENT MANAGEMENT: GOVERNMENT ADMINISTRATION 
IS RECOGNIZED BY ALL TO BE ONE OF THE WEAK LINKS IN THE 
ECONOMY. THE PRESIDENT HAS RECOGNIZED THIS DEFICIENCY 
AND HAS CALLED FOR IMPROVEMENT IN THIS FIELD, BUT THUS 
FAR WITH NO NOTICEABLE RESULTS. GOVERNEMENT INEFFICIENCY 
BOTH IN THE MINISTRIES AND MOST OF THE AUTONOMOUS STATE 
OWNED CORPORATIONS IS RAMPANT AND TENDS TO INHIBIT THE 
OPERATION OF THE PRIVATE SECTOR WHICH OTHERWISE SEEMS 
TO BE RELATIVELY EFFICIENT. 

8. HUMAN CAPACITY: THE GOVERNMENT RECOGNIZES THE NEED 
TO UPGRADE ITS HUMAN RESOURCES AT LEAST AT THE TECHNICAL 
PROFESSIONAL LEVEL. IT HAS INSTITUTED A MASS SCHOLAR- 
SHIP PROGRAM FOR 10,000 STUDENTS A YEAR TO STUDY IN 
FIELDS WHICH ARE IMPORTANT FOR THE TECHNOLOGICAL DE- 
LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 04 CARACA 05770 070140Z 

VELOPMENT OF THE EOUNTRY. 

9. IN ADDITION TO ISSUES CITED ABOVE EMBASSY BELIEVES 
FOLLOWING SHOULD BE CONSIDERED BY REVIEW. 

10. INCOME TAX REFORM: IN LIGHT OF INCREASING PROPORTION 
PETROLEUM REVENUE REPRESENTS IN GOV BUDGET (86 PERCENT IN 1974), 

WHAT IS OBJECTIVE FOR PROPORTION OF NON PETROLEUM REVENUE 
UNDER REFORM? HOW PROGRESSIVE WILL NEW INCOME TAX BE? 

1 1 . VENEZUELA INVESTMENT FUND: WHAT PLANS DOES THE GOV 
HAVE FOR DIRECT INVESTMENT IN VENEZUELA AND/OR ABROAD? 

WHAT ASSUMPTIONS HAVE BEEN MADE CONCERNING ADDITIONAL 
INCOME FOR THE FUND OVER THE NEXT FIVE YEARS. WILL THE 
GOVERNEMNT S PLANNED REDUCTION OF OIL PRODUCTION AD- 
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VERSELY AFFECT THE FUND'S REVENUE OR IS IT ASSUMED THAT 
INCREASES IN OIL PRICES WILL COMENSATE FOR REDUCED 
PRODUCTIONS? 

12. INFLATION: TO WHAT DOES THE GOV ATTRIBUTE THE 
CURRENT INFLATION? THE GENERAL PRICE INDEX INCREASED 

18.4 PERCENT DURING THE YEAR ENDING IN MARCH, WITH PRICES OF 
DOMESTICE GOODS INCREASING FASTER THAN FOREIGN. THE 
COST OF FOOD IN THE CARACAS AREA INCREASED 25.1 PERCENT 
IN THE YEAR ENDING IN APRIL. WHAT STEPS DOES THE GOV 
PLAN TO BRING THIS INFLATION UNDER CONTROL? 

13. ANDEAN PACT: WHAT PROGRESS IS VENEZUELA MAKING 
WITH REGARD TO IMPOSING THE COMMON EXTERNAL TARIFF OF 
THE ANDEAN PACT? WHAT WILL THE EFFECTS OF THE INDUS- 
TRIAL SECTOR PROGRAMMING HAVE ON VENEZUELA'S PETRO- 
CHEMICAL INDUSTRY, AUTOMOTIVE, AND METALMECHANICAL 
INDUSTRIES? 

14. AID TO OTHER COUNTRIES: WHAT PLANS DOES VENEZUELA 
HAVE FOR PROVIDING ASSISTANCE TO OTHER COUNTRIES THROUGH 
THE VENEZUELAN INVESTMENT FUND; THROUGH OTHER CHANNELS? 

15. AGRICULTURE: WHAT HAVE BEEN THE RESULTS THUS FAR 
OF THE GOVERNMENT'S EFFORTS TO IMPROVE PRODUCTION AND 
EFFICIENCY IN THE AGRICULTURAL SECTOR? TO WHAT EXTENT 
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HAS THE NEW BS 2 BILLION AGRICULTURAL CREDIT FUND 
BENEFITTED THE AGRICULTURAL SECTOR? 

SHALUDEMAN 
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